Year in Brief 


(Dollars in 000's except amounts per share) 


NMEREAISS ene Aen cick nif chs kee * 16,145 
MERCAIINGS ene co Pes en ced aie: 1,836 
Net earnings pershare ............ $ 157 
Dividends declared per share $ wes 
Casiitlowpershare= 2... .4 ee. ons. $ Size 
WOVANAS SCI Su ate rere s Stereos oy. $ 20,454 
Shareholders’ equity .............. 15,001 
BQuITyDelsnaleuaes,. tee css SA. $ 12.84 
Issued capital—shares 1,167,901 
Sales by product — Nepheline Syenite 31.4% 
% of Total — Aggregates 30.4 
—Silica(Quebec) 21.8 
— Silica (Ontario) 16.4 
INCOME DETOFETaXeS: ..25s.c..0 0k «oe 2,439 
Income and mining taxes .......... 762 
ING IMCOM CG =.z, Satake goer eae oars ec 1,676 
—asa% of sales 10.4 
Add extraordinary item............ 160 
NERC ANI S saa co waeinkleatcas se ciahin 1,836 
Number of Shareholders 2,811 
Number of Employees............. 430 


The Annual Meeting of the Shareholders of Indusmin Limited will be 
held in the British Columbia Room at the Royal York Hotel, 100 Front 
Street West, Toronto on Friday April 4, 1975 at the hour of 11:00 o’clock 
in the forenoon. 


To Our 
Shareholders: 


The year 1974 established a new record 
in terms of sales, which reached $17,862,578, 
for an increase of 10.6% over the year 1973. 
However, the sharp rise in production costs 
was not entirely offset by price increases and 
profit margins decreased. The year’s earn- 
ings performance was further adversely af- 
fected by arapidly declining market demand 
in November and December due to the de- 
pressed state of the economy in North 
America. 
These were the highlights 
compared with 1973: 
Income before taxes. $2,229,203 down 8.6% 
Net income after 
tAXCSeN ener ces $1,266,403 down 24.4% 
Net earnings, includ- 
ing extraordinary 


OMY Pelt $1,396,403 down 23.9% 
*Net earnings per 
SWE Seo theh caeex $y.20 down $ .37 
per share 


*including extraordinary item. 


On pages 4 and 5 of this report there are 
data and commentaries about each of your 
Company’s operations. 

Your Company in 1974 sold in excess of 
4,200,000 tons, (4,800,000 in 1973), paid 
out $5,800,000 in wages and related costs 
($5,600,000 in 1973), and consumed 
$7,400,000 worth of materials, supplies and 
services, ($6,000,000 in 1973). The revenue 
earned by commercial carriers for the dis- 
tribution of your Company’s products 
amounted to $13,200,000 ($12,400,000 in 
1973). 

Itis gratifying to report that after more than 
five years of delay and uncertainty, formal 
documentation has been completed provid- 
ing for the continuation of the St. Canut 
operation in Quebec. A large area was ex- 
propriated by Federal authorities on March 
27, 1969 for the new Montreal International 
Airport, including your Company’s entire 
holdings which consisted of 198 acres of 
surface rights on which stood the processing 
plant, and some 1,091 acres in which the 
Company held mining and mineral rights. 
Government authorities promptly requested 
and authorized the Company to continue its 
occupation and operations. This right has 
been formally confirmed by a lease, running 
from the date of expropriation to 1994, with 
certain renewal privileges. The area has 
been reduced and modified to accommodate 
the airport requirements, and the few oper- 
ating restrictions imposed are not believed 
to be of major consequence. As our plants 
and structures were not required for public 
purposes, and title is retained, we are free 
to modify or enlarge these plants to suit our 
operating needs. 


As a result of the expropriation, the Com- 
pany has lost the freehold title to its lands, 
served by road and rail facilities, and for this 
$200,000 cash compensation has been re- 
ceived. The compensation received for the 
loss of mining and mineral rights over a large 
acreage, and the substantial potential ore 
reserves contained therein, was $800,000. 
For costs, expenses, damages and other 
claims, the amount received was $200,000. 

Overall this arrangement is viewed as 
reasonable, though not particularly generous 
to the Company. The long delay before settle- 
ment was reached, and compensation re- 
ceived, was unsatisfactory, both from the 
point of view of loss of interest, as well as for 
the restraint which was imposed on your 
management in respect of plant improve- 
ments, expansion and greater efficiencies. 
However, the delay experienced never re- 
sulted in shutdown, as we have had full rights 
of occupation as tenant and have continued 
operations without interruption. It is the ex- 
pressed intention of Crown authorities that 
quarrying and processing can continue for a 
substantial term of years, and our expecta- 
tion is that a satisfactory rate of production 
can be maintained. 

The Company’s central administrative 
functions, including operations management, 
sales, accounting, invoicing, traffic and 
other services, were moved in November to 
a new location in Toronto on Bloor Street. 
This move will reduce costs and will meet 
long term space requirements. The location 
of the corporate head office was not changed. 

The year 1974 had its special problems. 
The Ontario Silica Operation suffered a sig- 
nificant loss of sales tonnage when a strike 
tied up the vessels of the Canadian Great 
Lakes carriers for many weeks. The shortages 
of rail cars, paper bags, steel and other com- 
modities characteristic of 1973 prevailed 
throughout 1974. 

In these reports we have often reported on 
your management's objective to diversify the 
Company product line to reduce the current 
vulnerability due to seasonal down-turns in 
sales demand, and the level of our depen- 
dence on consumption in relatively few in- 
dustries. The objective remains intact, how- 
ever, the investment of capital in new ventures 
was earlier postponed due to unanticipated 
start-up and metallurgical problems in the 
Ontario Silica Operation and the consequent 
delay in reducing the debt to a level per- 
missive of further major capital outlays. The 
quest for diversification was resumed in late 
1973 and in 1974 the Corporate Planning 
and Development Department was re- 
organized and strengthened. This Depart- 
ment has studied, both in Canada and the 
United States, a number of industrial mineral 
prospects and operating companies, the 
latter being viewed as possible acquisitions. 
A variety of manufacturing opportunities, 
compatible with our technology and present 


activities, are under consideration. Here also 
we regard both new development and ac- 
quisition as viable alternatives. The business 
recession has caused us to move towards 
diversification with a greater degree of Cau- 
tion, but we are alert to the fact that such con- 
ditions may bring unusual opportunities for 
investment. 

The outlook for the first six months of 1975 
and perhaps beyond, is not encouraging. 
The recession has materially reduced the 
market potential in most of the industries we 
serve and a recovery before mid-year is im- 
probable. There will not be a satisfactory 
sales potential for |Indusmin until there is an 
increase in the number of housing starts and 
other construction projects, and a revival in 
the auto industry. A substantial proportion of 
our total costs are fixed over a wide span of 
production levels, and a large reduction in 
sales tonnages below those of 1974 would 
have a significant impact on earnings. The 
longer term sales prospects for your Com- 
pany’s products are very favorable, and the 
established growth patterns will be resumed 
when the North American economy enters 
the next period of economic expansion. 

The special efforts of our employees and 
suppliers, and the co-operation and under- 
standing of our customers, produced a rela- 
tively good performance under difficult cir- 
cumstances, and to all these people we 
express our gratitude. 

On behalf of the Board of Directors 


J. J. Mather 
President and Managing Director 
February 7, 1975 


Summary 


Sales 

Total billings in 1974 amounted to 
$23,345,000. Net sales, (total billings less 
charges for transportation) were $17,862,578 
representing an increase of 10.6% over the 
previous year. 


Sales by Quarter (% of Total): 1974 1973 
FrIES Uwe aiee cetiogen ie yeeean cuss Re 19.4 19.4 
SECOMCM eer ex eee rae 26G eo 
NI CLC re sete re ee ee ih Bir 298 267 
OWN MS Ganado hashes atin cate 245 269 
Sales by Industry Application (% of Total): 
1974 1973 
Glassicomainersi seas e 28.4 267 
Paving materials ............ 145 188 
Concrete products........... 13.2 144 
Ceramic PlOoduciswmnms senses 10.7 9.8 
Flatand otherglass.......... 6.5 4.6 
ADTASINES) a0 deine nite a tocol 3.6 5.8 
Fillers (paint& other)......... 5S 5.4 
Glasciibrestayceeemerie nen: 4.0 5.0 
Miscellaneousieemnea. +: <cee- 13.8 915 
Sales by Market Area (% of Total): 
1974 1973 
Canad aisencusnskeoc ene U2 ass 
Unitech SAWS os4acocn0e0macn 248 226 
OU Pere ohne er eee: 2.6 1.9 
Earnings 
1974 1973 

Net income before 

extraordinary item $1,266,403 $1,676,146 
Net income as a per 

centofsales.... 71% 10.4% 


Extraordinary item.. $$ 130,000 $ 159,500 


Net earnings — 


Collars eee $1,396,403 $1,835,646* 

—pershare..... $ 1.20 $ ie 
Returnon shareholders’ 

(OWNM Gnu esoodaL 9.0% 12.2% 
Net earnings by quarter 

1974 1973 

GAS tomeena ee ee 6 $ (60,709) $ 139,329 
SGOOMGi a series 516,000 594,052 
NGG eget Frac Cae 561,921 563,973 
OWI ove ensencedu 379,191 538,292 
Total $1,396,403 $1,835,646* 


*includes tax credit of $199,400 (see note #6) 
Accounts receivable 


DON AiSeoosodaadee c $3,845,301 $3,694,702 
OOM MMMNG Sreeae es 16.5% 17.8% 
Cash recovery from operations 
Cash recovery — 
CONN Gegsaoge $4,436,880 $3,776.785 
—pershare.... §$ 3.80 $ eee 
Working Capital 
December 31...... $2,269,034 $1,636,798 
Debt 
December 31...... $2,780,158 $2,729,491 


Taxes 

During 1974 legislation was introduced at 
both the Federal and Provincial levels, that 
would, if enacted, significantly increase the 
Company's tax obligations. The 1974 tax 
calculation gives effect to these proposed 
amendments. Further details may be found 
in Note #6 to the financial statements. 


Percent of Sales 
ae tee eo 
70 1 
(1) Sum of (2) and (4) 
60 
50 
40 
| : 
30 (3) Wages 8 
Related costs 
20 | 
Om (4) Selling & 
Administration 
1966 1967 1968 1969 1970 1971 1972 1973 1974 
Two of the proposed amendments to the Capital Expenditures 
Federal legislation are particularly 1974 1973 
significant. he Expenditures on land, 
Provincial mining duties would not be de- plant and equipment .$2,800,114 $1,439,320 
ductible in the calculation of federal income Ratio—to write-offs ... 128.6% 69.9% 
tax. The second major change is the recom- —to cash recovery 65.0% 38.1%* 


mendation to introduce in May 1974, the 
revised formula enacted in earlier legislation 
for the calculation of depletion allowance. 
The revised formula was originally scheduled 
to become effective in January 1977. The 
revised formula substitutes for the former 
automatic depletion allowance, 33-1/3% of 
the Income derived from mining, an ‘earned’ 
depletion allowance concept. Under this 
concept, one dollar of allowance is ‘earned’ 
for each three dollars of eligible expendi- 
ture. The allowance, however, cannot exceed 
25% of mining income. 

Your Company's existing ‘bank’ of eligible 
expenditures will be exhausted by 1978, at 
which time the depletion allowance will be 
much reduced with a consequent rise in 
taxes. 

It is also worthwhile to remind the reader 
that the end of 1973 brought the termination 
of the long-standing provision for new mines 
for a three-year period of income tax 
exemption. 

The changes in tax legislation, both 
Federal and Provincial, enacted in the last 
three years, plus the changes now recom- 
mended, will mean that the corporate tax 
rate for the mining industry will be one of the 
highest in Canada. 


*exclusive of expropriation proceeds 


Expenditures by category — % of Total 
—for increased 


capacity.... 33.0% 39.0% 
—for replacements 

& plant 

modernization 51.0% 49.0% 
—for environmental 

Controlliy. .. 8.0% 11.0% 
—other........ 8.0% 1.0% 


The estimated cost of similar programs in 
1975 is $2,204,900, distributed as follows: 
for increased capacity 38%; for replace- 
ments and plant modernization 45%; for 
environmental control 13%; other purposes 
4%. Wherever possible expenditures will be 
delayed until there are firm indications of a 
strengthening in market demand. 


Dividends 

There were two dividend payments in 1974 
totalling 75 cents (50 cents regular plus 25 
cents extra) per share. The dividend dis- 
bursements to date total $8,339,787. 


Payment per share Date of record Date paid 


25 cents June 11 June 28 
50 cents Dec. 17 Dec. 30 
Write-offs 


The write-offs for depreciation, depletion 
and development expenses amounted to 
$2,177,958, equal to 49.0% of the cash flow. 

Depreciation, 90.0% of the total write-offs, 
is calculated on a straight line basis. The 
assumed life of mobile equipment is six 
years, and for all other plant and equipment, 
twelve years. 


Industrial Materials Division 


R. Lavertu 
W. B. Midgette 


Division Manager: 
Sales Manager: 


Nepheline Syenite 
Operation 


Mine Manager: G.H. Taylor 


Sales 
1974 1973 
Sales volume 
= Glaciers $5,983,582 $5,063,378 
= TONSic=e one: 379,580 350,000 
% of corporate$sales 33.5% 31.4% 


Sales in 1974, in comparison with the 
previous year, increased 18.2% in dollar 
volume and 8.5% in terms of tons sold. For 
10 months of the year the sales demand ap- 
proached production capacity, but in Nov- 
ember and December deliveries to the 
United States declined sharply due to the 
recession in that country. By late December 
the demand in Canada had also weakened 
reflecting worsening economic conditions. 


Production 

During 1974 much attention was directed 
to the improvement of productivity in the 
milling plant, and appreciable gains were 
realized. The quarrying operation received 
similar scrutiny, leading to the conclusion 
that haulage costs could be reduced and 
better controlled by owning our own trucks. 
The contractor was notified that the contract 
would be terminated, and our own fleet will 
be in operation early in 1975. 

A major expansion of the secondary mil- 
ling Circuit was initiated but halted when the 
decline in sales demand became apparent. 
The installation can be completed in a few 
weeks when markets strengthen. 


Capital Expenditures 

Capital expenditures in the year amounted 
to $958,000. Capital programs costing an 
estimated $720,600 have been budgeted 
for 1975. The expenditures of these monies, 
however, will be restricted to replacement 
items and other essentials until there are 
positive signs of economic recovery. Some 
40% of the budgeted expenditures allocated 
to expansion programs is postponable. 


Collective Bargaining Agreement 

The agreement expired in October 1974. A 
new agreement was signed in January of 
1975, which will expire in October 1976. 


Ore Reserves 


Tons 1974 1973 

Proven 17,600,000 12,700,000 

Probable 4,100,000 8,300,000 
Outlook 


Sales of nepheline syenite are heavily 
dependent on the level of housing starts and 
other building construction. We do not antic- 
ipate a substantial recovery in these seg- 
ments of the economy during the first half of 
the year. It is too soon to make any prediction 
at all with respect to the second half. 


4 


Ontario Silica 
Operation 


Mine Manager: W.W. Westaway 


Sales 
1974 1973 
Sales volume 
= Gollarstenceee $3,114,132 $2,653,937 
={ONS eet 375,462 363,000 
% of corporate$sales 17.4% 16.4% 


In comparison with 1973, sales in 1974 
were 17.3% higher in dollar volume and 3.4% 
higher in terms of tons sold. Sales of semi- 
processed material were severely lessened 
by the strike which tied up the vessels of the 
Canadian carriers on the Great Lakes. We 
could not fulfill, in a substantial way, our 
orders for semi-processed material. In fact, 
we barely managed to get sufficient ore 
from Badgeley Island, the quarry site, to 
sustain the Midland process plant until the 
opening of navigation in 1975. 


Production 

Since start-up, sales of melting sands for 
the glass industry have been limited by our 
capacity to market the volume of very fine 
material accruing in the production of sands. 
The fine material must be removed to meet 
glass industry specifications. In late January 
1975, a major modification of the crushing 
circuit will be completed which will reduce 
somewhat the percentage of fines produced, 
but it is not a total solution for the problem. 
Our efforts to develop new uses for the fine 
materials have been partially successful and 
the potential has not been exhausted. This 
operation in 1974 generated a cash flow of 
$842,000, an increase of $71,000 over 1973. 

A customer is seeking compensation in 
the amount of $326,000 for damages incurred 
allegedly resulting from the receipt of off- 
specification product from this operation. 
This claim was turned over in September to 
our insurers for investigation. The amount of 
the liability, if any, to be borne by Indusmin 
is not yet determined. 


Capital Expenditures 

Expenditures in 1974 of a capital nature 
amounted to $594,000. The 1975 budget 
makes provision for expenditures of 
$410,000. Expenditures of a capital nature 
in the Ontario Silica Operation, and in fact 
in all operations, will only be authorized if 
essential. All other authorizations will be 
withheld until a strengthening in market 
demand is in evidence. 


Collective Bargaining Agreement 

There are two agreements, one covering 
the employees at Badgeley Island (the mine 
site) and another the employees at Midland. 
The Badgeley agreement expires in April 
of 1975, the Midland agreement in April of 
1976. 


Ore Reserves 


Tons 1974 1973 
Proven 14,500,000 15,000,000 
Outlook 


This operation is less vulnerable than the 
others to depressed economic conditions 
because the share of market held is relatively 
low. We anticipate that sales tonnages in 
1975 will exceed those of 1974 which, for 
reasons already stated, were extraordinarily 
low, 
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A view of Indusmin’s Silica processing plant at 
Midland. 


The drilling operation at Indusmin's Quebec 
Silica division at St. Canut, P.Q. 


Quebec Silica 
Operation 


Mine Manager: G.E. Rodger 


Sales 
1974 1973 
Sales volume 
lolli ea44ene $4,185,309 $3,524,578 
=AIGNS sae Sescee 433,704 406,000 


% of corporate$sales 23.4% 21.8% 


Sales in 1974 in dollar volume and tons 
were up in comparison with 1973 by 18.7% 
and 6.8% respectively. Since the market for 
this operation is diverse, and exceeds our 
Current production capacity, the availability 
of new business served to temper the impact 
of the decline in demand from individual 
accounts. Sales were still holding up well 
at year end. 


Production 

The settlement of the expropriation issue 
restored a much needed confidence in con- 
tinuity. We are now able to proceed with 
overdue plant modifications and improve- 
ments. Profitability in 1974 declined in com- 
parison with 1973 due to the impact of infla- 
tion on operating costs and a decline in 
productivity. We are looking for early im- 
provement in productivity both in the mine 
and process plant, due to the capital im- 
provements contemplated in 1975, and other 
programs now underway. 

The expropriation settlement altered sig- 
nificantly the area of land to which we have 
access. This will necessitate revision of our 
long-range mining plans, but we do not an- 
ticipate any insurmountable problems. The 
presence of the airport as a next-door-neigh- 
bor will bring formidable competition for 
skilled labor and exert other influences. These 
will be resolvable problems, but there will be 
an unfavorable impact on operating costs. 


Capital Expenditures 

Expenditures in the amount of $338,000 
have been budgeted for 1975. Most of these 
programs will be initiated at once because 
of their influence on productivity and antic- 
ipated operating cost reduction. Capital 
expenditures in 1974 were $345,000. 


Collective Bargaining Agreement 

The St. Donat agreement expires in July 
1976, and the St. Canut agreement in 
January 1976. 


Ore Reserves 


Tons 1974 1973 

Proven 5,600,000 7,100,000 

Probable 11,600,000 12,100,000 
Outlook 


The demand in 1974 exceeded the pro- 
duction capacity at St. Canut. The recession 
will lower overall demand, but with an 
increase in our share of the market, a reason- 
able expectation, sales in 1975 will compare 
favorably with those of 1974. 


Construction Materials Division 


A. G. Borud 
A. H. Morrison 


Division Manager: 
Sales Manager: 


Aggregates 
Operation 


Mine Manager, Acton: D. L. Murdy 
Mine Manager, Halton: G. R. Lee 


Sales 
1974 1973 
Sales volume 
—dollars........ $4,579,555 $4,903,323 
== lOMSi ye en nee 3,050,625 3,700,000 


% of corporate$sales 25.7% 30.4% 


Sales in 1974 in comparison with 1973, 
declined 6.6% in dollars and 17.6% in tons 
sold. The year 1973 was one of extraordinary 
opportunity due to the temporary withdrawal 
from the market of two competing operations. 
Market conditions throughout all of 1974 
were quite favorable. The demand declined 
in November and December, but this was a 
typical seasonal characteristic due to the 
reduction in construction activity during the 
winter months. A truckers’ strike early in the 
year halted deliveries for an extended 
period, but some of the business was recov- 
ered before year end. The Halton operation 
was particularly affected by the strike 
because, unlike Acton, it is not served by rail. 


Production 

The Halton property and plant was leased 
in 1970 from Halton Crushed Stone Limited. 
The first term of the lease expires in 1979, 
but is renewable thereafter in five-year 
increments, at Indusmin’s option, until 
February 2008. The need emerged in 1974 to 
initiate a program for the replacement of 
trucks and front-end loaders. These replace- 
ments are to Indusmin’s account and remain 
the property of Indusmin. 

The highlight of the year at Acton was the 
achievement of a substantial improvement in 
productivity. The rise in operating costs due 
to inflation was well contained and ad- 
equately offset by the 1974 price schedules. 
Permission was obtained to close a county 
road which intersected the orebody. The 
Company was required to construct an alter- 
native roadway at its own expense. The new 
roadway, except for surfacing, was 
completed before year end. 

The Niagara Escarpment Commission is 
due to present in January of 1976, its recom- 
mendations for the formulation of a develop- 
ment policy for the escarpment. While we 
have no reason to anticipate anything so 
drastic as cessation of operations, it is 
reasonable to expect demanding regulations 
as to site rehabilitation. We have foreseen 
such demand, however, and our rehabilitation 
programs are well advanced. 


Capital Expenditures 

Of the $716,000 expended, principally for 
the replacement of mobile equipment, 
$362,000 was spent at Acton and the remain- 
der, $354,000 at Halton. 


The total authorization for 1975 is $709,000, 
of which $502,000 is allocated to Acton and 
$207,000 to Halton. The Acton appropriation 
includes an amount of $281,000 for the in- 
stallation of a new circuit for the production 
of a new product which appears to have a 
favorable market potential. 


Collective Bargaining Agreement 

The new Acton agreement, negotiated late 
in the year, expires October 31, 1976. The 
Halton employees are not unionized. 


Ore Reserves 


1974 1973 
Acton 67,300,000 70,000,000 
Halton 14,200,000 15,000,000 


The normal annual extraction rates for 
Acton and Halton are 2,000,000 tons and 
800,000 tons respectively. 


Outlook 

The sales potential in the first half of the 
year characteristically is low. To illustrate, 
sales in the first half of each of the years 
1974 and 1973, as a percentage of total 
sales for the year, were but 33% and 31% 
respectively. The ratio in the first half of 1975 
will be even lower. We are predicting, how- 
ever, that the second half will bring a fairly 
active market and that total sales in the year 
1975 will be about the same as in 1974. 


Pst) 


Denise Bolton operates a 35-ton truck at the 
Acton quarry. 


a ae ee 
A trout pond was established at Halton as part 
of the site rehabilitation program. 


indusmin 
| limited 


(incorporated under the laws of Canada) 


Consolidated Statement of Financial Position 


December 31, 1974 


Current Assets 


eH eae age Sinalss Seu ae Se Lin alc shleagiea a cen ecg! oN ae CURC RE anand Len ee eo 
Accounts receivable for product and freight 
Amount receivable with respect to expropriation proceedings (note 4) 
Inventories (note 2) ee eee ee Te Tai ER CUE ree ame Nid oh cose) Sena TE coon eye et ae ee 
Prepaid expenses and other current assets 


less 
Current Liabilities 


Bank advances tine Ma Maris POT AILINGHN ac 411.0% pn eMC Rt ES ie Rane ane onIE aT I 1 onan Net fn Pe 


Accounts payable and accrued charges 


Estimated income and mining taxes payable 
Principal payments due within one year on mortgage loans and notes 


Working Capital 


Mining properties, plant and equipment, net (notes 3 and 4) 
Other mining properties and expenditures thereon 
Unamortized deferred development expenditures 
Investment in unconsolidated subsidiary (note 1) 
Investment in associated and other companies (note 5) 
Loans receivable, SCCULEG! a walinic jnarescl ss acca caja e rah Se epee eo pene ee Deira elo rte et are ee oe 


Total assets less current liabilities 


Mortgage loans and notes less amounts due within one year 
Deferred income and mining taxes (note 6). 


Shareholders’ Equity 


Ownership evidenced by: 
Capital stock 


O16 OG BO) he Gree) Cee /e et vw Si! 9) fe! elt mins “19! fo.) ely wie tay ie: ie le (eal, 


©} el! ao) nel Wee aber false! ei eo) few |e) 6.lin fe Jey aio 9: mg (ecm) Je (81 18), #5 Bie 6c 8, Ta Le] ce! (a| le Tere elie 


6) ie, fe: ew wi ¥i (er Se: 16) erie) © (o ia! el ix ese: © Je! site) ele le) ce ‘e7.elia letie| afielie Js tle) ie? ie (ei a le.'es eniedie 


O18. fe lip: ie:||@: 0) a1) Im <ocsie) et ie! (0 (bi 10m ie. lie: te: -@)\.el) o wi.ol lel isi et ie Nel ise ewe 


©) fe) rei jac shia}: lie) aie! elites) ter ese aille/le!|\e,e\"s) Ler jen lel sje iel iat je's: etta, jel iel wl, e.'|s) Te \iet eles lanie 


Authorized — 2,000,000 shares with no par value 


Issued and fully paid — 1,167,901 shares 
Retained GAMings oe ici OO ane MMMM Atiuier l/c MOR AEN NAMM TCs Aten Ce een a a 


Auditors’ report to the shareholders 


We have examined the consolidated statement of 
financial position of Indusmin Limited and its 
wholly-owned subsidiary companies as at 
December 31, 1974 and the consolidated state- 
ments of earnings, retained earnings and changes 
in financial position for the year then ended. Our 
examination included a general review of the 


cc 


Approved on behalf of the Board: 


J. J. Mather, Director 


W.E. Curry, Director 


accounting procedures and such tests of account- 
ing records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial state- 
ments present fairly the financial position of 
Indusmin Limited and its consolidated subsi- 
diaries as at December 31, 1974 and the results of 
their operations and the changes in financial 
position for the year then ended, in accordance 
with generally accepted accounting principles 
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1973 


$ 25,387 
3,694,702 
1,000,000 
1,814,881 

241,034 


6,776,004 


2,729,491 
1,002,539 
653,576 
253,600 


5,139,206 
1,636,798 


11,330,970 
666,800 


15,314,351 


249,566 
64,000 


313,566 
$16,000,785 


$10,854,014 
4,146,771 


$15,000,785 


applied on a basis consistent with that of the 
preceding year. 


[OU Carne Ko. 


Peterborough, Canada 
January 28, 1975 


Consolidated Statement of Earnings 


year ended December 31, 1974 
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Income and mining taxes (note 6) 
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*Including in 1974 dividends of $75,647 received from associated companies 
($59,284 in 1973) 


Earnings per share: 
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Consolidated Statement of Retained Earnings 
year ended December 31, 1974 


Retained earnings, beginning of year 
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Retained earnings, end of year ..........------ eect eens 


1973 


$16,145,216 


Oe02 210 
1,607,000 


11,569'767 


4,575,449 


36,618 
174,449 
1,849,372 


2,060,439 


ZO hoe 
274,303 


2,240,707 


13 1,031 
66,839* 


2,438,577 


V22034 
40,200 


762,431 


1,676,146 
159,500 
$ 1,835,646 


C $1.44 
$15/ 


1973 


$ 2,003,354 
Joo oay 
214,100 


3,187,051 


1,835,646 
5,022,697 


875,926 
$ 4,146,771 


indusmin 
RS limited 


Consolidated Statement of Changes in Financial Position 


year ended December 31, 1974 


1973 
Source of funds 
Netiearnings for the-Veariwen cues eos ere eae sia totes iia eee oa ees ge i net bea alien ake aie $ 1,835,646 
Charges against operations which did not require a cash outlay during the year: 
Depreciation, depletion and amortization of deferred development expenditures.......... 2,060,439 
Disposal of fixed aSSetSic Gis aN SS ee bear ela tansrt ros latte ante ae aces catia os cuake le 
Income and mining taxes deferred (note 6) sen te arar iene ere rte eter er 40,200 
i Extraordinary iterates. eT et Ee ER reel gee eae ees (159,500) 
3,7 76485 
Notes payable with respect to equipment purchases, less payments thereon in 1973......... 366,366 
Proceeds arising from expropriation (note 4) iso. 2.0 oe ck ai cir ew whe ate lea raya) er cre create leat nn 1,000,000 
5,143,151 
Application of funds 
Expenditures on land, plant, equipment and mine development ..................ee eee eee 1,439,320 
Expenditures on sundry olherassets 55.02 ou cee: Ueeetioe ie ee meee eton haere eee ane ee 93,827 
Provision for payments-on notes and mortgage lOANS.fo eae uk selenite eters oternides em nee 253,600 
Dividends paid to shareholders): ...\s 2a. usc ate bea elenst tg) dea eden ta cere tnt tates ater 875,926 
2,662,673 
INCREASE IN WORKING GAR ITA Lancy) ate oneal eer ree te Venn tae ee 2,480,478 
WORKING CAPITAL (DEFICIENCY), beginning of year ey 2e- ee ery nee ete (843,680) 
WORKING: GAPITAE Wend Onveariey sic le kiseue's « siete ere aseences cee ieee eet ee ere ee eevee $ 1,636,798 


Note: 
The figures for 1973 have been restated where necessary to reflect the transactions to which reference is made in Notes 4 and 6. 


Notes to Consolidated Financial Statements 
December 31, 1974 


1. Accounting policies (b) Translation of foreign currencies 
(a) Consolidation policy Assets and liabilities in currencies other than Canadian dollars have 
: f : : i : been translated into Canadian dollars at current rates of exchange at 
(i) The Ponsolidated financial ae for 1974 reflect the financial December 31, 1974 except that fixed assets and accumulated deprecia- 
postion and the results of the Sie of He eee ane tion have been translated at the rates prevailing at dates of acquisition. 
the wholly-owned subsidiary companies: American Nepheline Revenues and expenses in currencies other than Canadian dollars have 
Corporation and Industrial Minerals Canada Limited (currently, a been translated at the average monthly quoted rates of exchange except 
Ron-OpSraling Cor any 7 that provisions for depreciation have been translated at the rates pre- 


(ii) The financial statements of the majority-owned foreign subsidiary vailing when the expenditures on the related fixed assets were made. 
company, Klukwan Iron Ore Corporation, have not been consoli- (c) Depletion, depreciation and amortization 


dated with those of Indusmin Limited. As a matter of corporate Aan ‘ , , 
: ; ‘ ‘ ; : The company policy is to provide depletion of aggregate deposits on 
policy, the investment in the shares of this company is carried at the basis of ore withdrawn and, commencing in 1971, to amortize the 


cost. Indusmin Limited owns 95.6% of the issued Class A shares é ; 5 ade 
representing a voting interest of 93.6% and a 70% interest in the cost of other industrial mineral deposits in equal annual amounts over 


: : : 25 years. 
earnings of Klukwan Iron Ore Corporation. This company owns a ee. 2 ; : ; 
large low-grade iron ore deposit in Alaska which is under lease until Depreciation of plant and equipment is calculated on the straight line 
the year 2036 to United States Steel Corporation or assignee fora basis assuming a useful life of six years for mobile equipment and 
minimum annual royalty, currently, of $100,000. The lessee has the twelve years for all other plant and equipment. 
right to (a) purchase the deposit for $10,000,000 less all royalties paid Repairs and maintenance are charged to operations or development; 
to date —which at December 31, 1974 totalled $787,695, (b) terminate betterments and replacements are capitalized. Upon sale or retirement, 
the lease on ninety days’ notice. The relevant financial data, ex- the cost of the assets and the related allowances for depreciation are 
pressed in U.S. dollars, is set out below: removed from the accounts and any gains or losses thereon are taken 
1974 1973 into earnings. 
one TT (d) Development and pre-production expenditures 
Total share* Total share* Expenditures on development of ore bodies prior to the commence- 
a ment of production are deferred in th ; 
Ne nae silts alter Nivea $401,550 $281,085 $389,171 $272,470 ae ee so eierrod with fa See pagieasic aeons Seber 
on cena seri pis san yi bedi ee geese written off over twelve years on the straight line basis —in the case of 
he eae sh Ne FY ; ’ , : the other ore bodies, th expendit i i 

Dividends paid........... 62,366 42600 59,366 42,600 perosh opicteebecblbibcrgh meom eg dae 81h 


*based on the 70% interest in eamings basis of ore withdrawn as a percentage of estimated ore reserves in 
ap) the particular deposits. 
Indusmin Limited has taken into income in 1974 $36,210 being a 


dividend of U.S. $42,600, less U.S. non-resident tax thereon. The 
comparable net dividend income in 1973 was $36,210. 


4. 


4. 


Inventories 
1974 1973 
Inventories of crude ore and finished 
products— valued at the lower of cost 
ornetrealizableivaluee.o-cee css eee ee $ 1,531,961 $ 971,021 
Inventory of mine and mill supplies — 
ATIC OS tant eaticremtcn etcre tate Nena Teac ores IO eae Ueelse apse} 843,860 
$ 2,906,494 $ 1,814,881 
. Mining properties, plant and equipment 
1974 1973 
Buildings, plant and equipment, at cost...... $28,794,700 $26,098,568 
less 
Accumulated depreciation.................. 17,531,953 15,668,602 
11,262,747 10,429,966 
Mining properties and land, at cost 
lessidepletionnwyas ice aie crete: 858,698 901 ,004* 
$12,121,445 $11,330,970 


*Restated to eliminate the remaining book value of land 
expropriated at St. Canut (note 4) 


Expropriations 


(a) As previously reported, the Federal Government on March 27, 1969 


expropriated a large area in and about St. Canut, Quebec for the pur- 
poses of the new Montreal International Airport—including some 1,125 
acres covering all the lands, properties and mineral interests of Indusmin 
Limited at St. Canut and the substantial silica processing plant standing 
thereon. The company was permitted to continue operations and, pend- 
ing conclusion of settlement, no adjustments were made in the com- 
pany’s financia! records. 

Late in 1974 settlement of the company’s claims was concluded, 
Indusmin Limited being authorized to continue mining and processing 
operations on a modified area of some 604 acres —as evidenced by a 
lease for a term dating from the expropriation date in 1969 and ending 
in 1994 with certain renewal privileges. The company's plants and struc- 
tures were released from expropriation and the company received 
$1,000,000 in compensation —for the mineral rights $800,000 and, for 
the surface rights on 198.7 acres, $200,000. Additionally, the settlement 
included $200,000 with respect to all claims for costs, expenses and 
damages. These transactions have now been recorded in the accounts 
as follows: 


(i) $969,597 —representing the $1,000,000 referred to above, less the 
remaining book value of the land —has been added to Retained 
Earnings to reflect the net compensation arising out of this 1969 
transaction. 

(ii) $130,000 — representing the $200,000 received with respect to 
claims for costs, expenses and damages, less $70,000 in income 
taxes attributable thereto —has been recorded as an Extraordinary 
Item on the Consolidated Statement of Earnings for the year ended 
December 31, 1974. 


(b) On December 17, 1974 the Government of Quebec expropriated a por- 


tion of the property owned by Indusmin Limited in the Parishes of St. 
Benoit, Ste. Scholastique and St. Augustin for highway construction 
purposes. Hydro-Quebec, on July 5, 1974, expropriated a strip of land 
on property in the Parish of Ste. Scholastique for the purpose of con- 
structing a transmission line thereon. These expropriated properties 
include part of a presently undeveloped orebody which is unrelated to 
the company’s current operations. Settlements with respect to these 
two expropriations, not having been reached to the present time, are 
not reflected in the company’s accounts for 1974. 


. Investment in associated and other companies 


The company’s investments are detailed as follows: 


Number Indicated 
of market 
shares value Cost 
Falconbridge Nickel Mines Limited ..... 16,759 $408,500 $433,196 
Quebec Cobalt and Exploration Limited . 43,200 32,400 4,968 
(@) dats) Gee cat ctosoecor ROO Rrra eC CER eae aS _ 714 
$440,900 $438,878 


The market values shown above are based upon closing market prices 
on December 31, 1974 and, due to the number of shares involved, are 
not necessarily indicative of the amount that could be realized on sale. 


6. 


10. 


Income and mining taxes 


The company, in accounting for corporate income and mining taxes, 
uses the deferral method of tax allocation to determine the total taxes 
applicable to the net earnings of the year. The taxes currently payable 
in any particular year may vary from the taxes applicable to the earnings 
of that year by reason of timing differences which arise when expenses 
recorded in the accounts differ from related amounts claimed in calcu- 
lating taxable income. As a result of timing differences in 1974, the pay- 
ment of taxes totalling $848,300 has been deferred to future years. 


In 1974 the company received formal acknowledgement that mining 
activities carried on in 1972 and 1973 on certain properties in Quebec 
constituted, for tax purposes, the operation of anew mine and that, 
accordingly, the income therefrom represented income exempt from 
income taxes. As a result, the liability for deferred income taxes has 
been reduced by $214,100 with respect to 1972 and by $199,400 with 
respect to 1973. This change has been achieved by a restatement of 

the balance of Retained Earnings at January 1, 1973 and January 1, 
1974 as set out on the Consolidated Statement of Retained Earnings. 
The adjustment of $199,400 related to 1973 has also been reflected in 
the restatement of the provision for deferred income and mining taxes 
for that year on the Consolidated Statement of Earnings. The cumu- 
lative effect for 1972 and 1973—$413,500—has required a restatement 
of the liability for deferred income and mining taxes at December 31, 
1973 on the Consolidated Statement of Financial Position to reduce the 
liability from $477,500 to $64,000. 

On December 20, 1974 the Canadian government introduced legislation 
to amend the Income Tax Act. The legislation would, among other 
measures, deny the deduction of provincial mining taxes and impose 
limitations on the deduction of certain development expenses and on 
depletion allowances, all with respect to the period after May 6, 1974. 
The legislation would also make some reduction in the rate of income 
tax applicable to production profits. On December 19, 1974 the Quebec 
government announced major increases in the rate of mining duties 
with respect to the period after March 31, 1974. Aithough these Federal 
and Quebec legislative amendments have not been enacted and indeed 
some of the proposals have not yet been set out in sufficient detail to 
remove doubt as to their ultimate effect, the 1974 income tax provision 
has been computed on the basis of taking them into account on the 
best information available. 


. Lease obligations 


The company in 1970 leased certain mineral property and equipment 
from Halton Crushed Stone Limited for a ten year period subject to 
options to renew in further five year periods until the year 2008. The 
property is held under an agreement which provides for an annual 
rental of $90,000, a participation in profits and a royalty on products 
sold. 

As indicated in note 4, the company has leased property at St. Canut 
until November 13, 1994, subject to certain renewal privileges, at an 
annual rental of $20,000. 


Retirement plans 

The company, in association with Falconbridge Nickel Mines Limited 
and certain affiliated companies, maintains retirement plans providing 
retirement, death and termination benefits for all salaried employees. 
The plans have been amended from time to time and, based upon the 
most recent actuarial evaluation, such amendments have resulted in 
unfunded past service obligations having a present value of $212,075 
at January 1, 1975 which have not been provided for in the company’s 
accounts and for which the company has no legal obligation. However, 
the company intends to fund these obligations through annual pay- 
ments over the next fourteen years. 


. Directors and senior officers 


The board of directors of the parent company, Indusmin Limited, con- 
sists of seven directors whose remuneration as directors totalled 
$22,500 in 1974. There are ten officers and senior managers, one of 
whom is also a director of the company. The remuneration of the 
officers and senior managers aggregated $313,154 in 1974. No re- 
muneration of directors, officers or senior managers of the parent 
company has been included in the accounts of the subsidiary com- 
panies. 


Contingent liabilities 

In September 1974 the company was advised by a customer of aclaim 
approximating $326,000 with respect to product shipped to that cus- 
tomer. This claim is still under review by company officials. 


Total Assets, 
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1966 1967 1968 1969 1970 1971 1972 1973 1974 
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Cash Flow, 
Dividends, Net Earnings 


$ Per Share 
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indusmin , 


Head Office 
P.O. Box 40, Commerce Court West, 
Toronto, Ontario. M5L1B4 


Directors 


T*W- E. Curry — Waterloo, Ontario 

Consultant 

* J. K. Godin— Toronto, Ontario 
Consulting Mining Engineer 
F.D. Hart—Arlington, Virginia 
President, 
American Gas Association 

+E. L. Healy — Toronto, Ontario 
Executive Vice President Operations 
Falconbridge Nickel Mines Limited 

+J. J. Mather—Toronto, Ontario 
Vice President Industrial Minerals 

Division 

Falconbridge Nickel Mines Limited 
R. E. Paré —Montreal, Quebec 
Executive 

*G.T. N. Woodrooffe — Toronto, Ontario 
Vice President Corporate Affairs 
Falconbridge Nickel Mines Limited 

*Members of the Audit Committee 

+Members of the Executive Committee 


Officers 


J. J. Mather — President and 


Managing Director 
D. D. Anderson —Secretary 


J.D. Krane — ]Treasurer 


Administrative & Sales Office 
365 Bloor Street East 

Suite 200 

Toronto, Ontario M4W 1H7 


C. M. Woodruff — Senior Vice President 
D. C. McDonald — Vice President Special 


Services 
G. E. Dale — General Manager 
Finance 
A. G. Borud — Division Manager 
: — Construction Materials 
R. Lavertu — Division Manager 


—I/ndustrial Materials 


W. B. Midgette —Sa/es Manager 
—I/ndustrial Materials 
Division 
A.H. Morrison —Sa/les Manager 
— Construction Materials 
Division 
Research Centre 


1933 Leslie Street 
Don Mills, Ontario M3B 2M3 


J. Kriens — Manager Research 
and Technical 


Development 


Transfer Agents 


Crown Trust Company 
302 Bay Street 
Toronto, Ontario M5H 2P4 


Auditors 

McColl, Turner & Co., 
Peterborough, Ontario. 
Solicitors 


Strathy, Archibald, Seagram and Cole, 
Suite 1700 — 110 Yonge Street 
Toronto, Ontario M5C 1T7 


Subsidiaries 


American Nepheline 
Corporation 

P.O. Box 3766, 
Columbus, Ohio 43214 


Wholly owned 


This corporation, based in Columbus, 
Ohio, provides technical and engineering 
services to Indusmin’s customers and sales 
agencies in the United States. A.N.C. could 
similarly serve other producers whose pro- 
ducts and/or markets are compatible and 
contracts are being sought. 


Klukwan Iron Ore 
Corporation 

Suite 201, 311 Franklin Street 
Juneau, Alaska 


93% voting interest 
70% interest in profits 


Klukwan owns a large low-grade iron ore 
deposit in Alaska. In 1961 the Company's 
holdings were leased for a period of 75 years, 
to the United States,Steel Corporation. With 
the consent of Klukwan, U.S. Steel assigned 
the lease in 1971 to the Iron Ore Company of 
Alaska, a subsidiary of Mitsubishi Interna- 
tional Corporation. The assignee is conduct- 
ing an extensive feasibility study, but there is 
no evidence of plans for early development. 

The lessee (now the assignee) Currently 
pays a minimum annual royalty of $100,000. 
The lessee has the right to (a) purchase the 
deposit for $10,000,000 less all royalties 
paid to date ($787,695), (b) terminate the 
lease on 90 days notice. 


Operations 


limited 


Nepheline Plant No. 1, Nephton, Ontario Product Applications 
: Container glass, sheet glass, 
Syenite fibre glass, paint, vinyl, 


plastic, ceramics, foam rubber. 


Research 


Centre 1933 Leslie Street, Indusmin products are basic 
Don Mills, Ontario raw materials. It is through 
continuing research that 
existing products find new 
uses and new products are 
developed. 


merce Court West, P.O. Box 40, 
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INDUSMIN LIMITED 


ANNUAL MEETING - 10 APRIL 1974 


PRESIDENT'S ADDRESS 


1973 was a year of Significant progress. Sales and earnings were 
the highest in the history of your Company. 

Other performance indicators, and I shall comment on each in turn, 
although not reflecting our best performance ever, do compare favorably with 
the same indicators for industry generally. 

Net income, not including the extraordinary item, was 9.1% of sales. 
The comparable figure for all manufacturers in Canada was about 5%. In other 
words, so viewed, our margin of profitability was quite acceptable. It would 


probably be unrealistic to anticipate major improvement in this indicator due 


to sharply rising costs and the impending withdrawal of important tax 


incentives forthe mining industry. , With respect to the latter, | particularily 
have in mind depletion allowances. The present depletion allowance (33-1/3% 
reduction in taxable income) will be discontinued 31 December 1976. There- 
after, the depletion allowance will be $1.00 for every $3.00 of eligible 
expenditure. Theoretically, a depletion rate of 33-1/3% could be maintained, 
but as a practical matter it cannot be maintained when our 31 December 1976 
"bank'"' of eligible cxpenditures is exhausted, which will occur we estimate, 
before 1978. 

The 12% return on shareholders’ equity in 1973 is also above average 
for industry generally, but we believe that in this instance it is realistic 


to anticipate further improvement. The ratio of sales to shareholders' 


equity in 1973 was 1.18, up from 1.03 the previous year. 
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A Similar ratio, that of sales to total assets, while still below 
our immediate objective of 1 to 1, reached .83 in 1973. As illustrated by 
the graph on page 10 of the Annual Report, the trend is favorable. 

The cost of product as a per cent of sales in 1973 rose by 1% 
over 1972. This is a reversal of the downward trend established in 1971, 
but in the face of an inflationary factor in 1973, that was in excess of 8%, 
the Company performance appears creditable. The sum of product, selling and 
administrative costs amounting to 73% of sales in 1973, was 2% lower than in 
1972, 5% lower than in 1971, and but 6% higher than in 1966. We have 
benefited, of course, from the annual growth in sales and the consequent 
dilution in overhead costs, but I think, too, our constant attention to cost 
control and method improvement has been of much benefit. We can demonstrate 
that we have not excessively increased our product prices. With few excep- 
tions, our per cent price increases have been lower than those applied on 
the materials we buy. In one instance, in fact, we may be unique in that 
the price of glass quality nepheline syenite has just now reached the level 
prevailing in 1956. 

The pricing pattern in our Aggregates “Division +S Similar. 
Prices in 19735 weve extremely favorable in omen with those of the 
1950's. We are faced now, however, with the need for relatively large price 


increases to_ offset rising transportation, operating and site rehabilitation, 
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Our price increases for silica too have been modest, but frankly, 
not entirely from choice. The prices set by our U.S. competitors, where for 
the most part the products are derived from beach sands at very low cost to 
say nothing of the benefits to the producer derived from access to the huge 
U.S. market have imposed price ceilings difficult to meet. Our products are 
derived from rock with the attendant high mining, crushing and grinding costs. 
Nevertheless, we have steadily increased our share of the Canadian market, 


but the profit margins have been thin. The close proximity of our producing 


locations to the points of consumption.,..in comparison with alternate sources, 
favors us as transportation charges rise, so our competitive position 
smpentes een time. 

At the ‘nnual Meeting a year ago I spoke of our desire to overcome 
two weaknesses, the extent of our dependence on a single industry, the 
container glass industry and the characteristic seasonal first quarter slump 
in sales. As it happened, there was improvement in 1973 in both areas. Sales 
to the glass container industry in 1973 were 26.7% of total sales, down from 
29.8% in 1972. First quarter sales in 1973, 19.4% of the total for the year 
represented an increase of 1%. These improvements, however, were solely due 
to an extraordinary demand for aggregates in 1973, it must not be assumed 
that the change in the pattern of sales is permanent. To overcome these 
weaknesses with any permanence, we must diversify our product line. 

I have spoken often of our intention to diversify Indusmin's 


activities, perhaps so often as to generate some skepticism. Let me assure 


you we in management are also somewhat disappointed with the pace of 
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diversification. Our approach to diversification in the past three years 
has been a cautious one, but I believe has been justified under the 
circumstances. The problems at Midland commanded the dosest attention of 
management and we could ill-afford the substantial diversion of energics 
required to absorb a new enterprise. We were also reluctant to increase the 
corporate debt load before it was firmly established that Midland could be 
operated profitably. This is not to say that we reject the issue of equity 
as a method of raising expansion funds. We do accept the principle, however, 
that any additional issue of stock should not materially, for more than a 
brief period, dilute the shareholders' position in terms of earnings per 
share. This same consideration imposes high criteria in terms of earnings 
performance before deciding on the eligibility of any given investment 
opportunity. As a result, many promising leads, after considerable effort, 
are abandoned. We are not looking to eliminate totally the element of risk, 
but we do believe it prudent to avoid extraordinary risk and excessive 
extension of our management and financial resources. 

The time for diversification is now here, and the immediate task 
is to select the proper vehicle from the numerous prospects under evaluation. 


I cannot at this time specifically identify our first move because the 


y studies are incomplete. I indicated in the Annual Report that 


vertical integration of the Construction Materials Division is an immediate 
objective because we foresee continuing and spectacular growth in the 
construction industry in Ontario, and as a supplier we: are well established 


in this field. 
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We are vitally interested in the field of solid waste management 
and the operation of a recycling plant. The process of a recycling plant is 
not unlike that of the milling plants we now operate, but the orebody is 
municipal solid waste. Waste management is also a problem in the movement 
of materials in vast quantities, and we know a great deal about this subject. 
The recycling and utilization of waste is the only practical solution to the 
disposal of waste, the trend in that direction is well established, and the 
potential is enormous. So far our efforts to get involved have been frustrated, 
but we are following developments closely and seek active participation. 

We do not have at this point in time, a mineral property capable 
of economic development, nor do we have a "hot" prospect for acquisition, but 
both matters receive continuing attention. 

A number of opportunities are being examined in which Indusmin, 
jointly with others, or under license arrangements, would produce in Canada 
industrial adhesives, building materials or other products, where we belicve 
we have a legitimate interest because of our existing technology. We are also 
looking at the feasibility of marketing in North America industrial minerals 
from off-shore sources, which would provide an excellent platform for assessing 
the opportunities for further involvement. Recently, and consistent with our 
resolve to diversify, we have re-organized to strengthen the Corporate 


Development Department, and the long-range planning function. 
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The expropriation at St. Canut which has caused great concern to 
management and shareholders alike, seems to be moving toward settlement. The 
government's offer for settlement was accepted by us in principle, and I am 
advised that yovernment lawyers are drafting the necessary legal documents. 


Wé have been offered a significant amount of cash and access to the requisite 


lands. JI do not wish to disclose at this time the amount of cash involved 


because it is acceptable only if there is a satisfactory resolution of all 


the elements in what must necessarily be a complex package settlement. Other 
Reuss eae consequence are: the nature of operating ey Patietne 
restrictions; the guarantee of acceptable road and rail access, and the 
granting of mining leases by the Province of Quebec. Sage Seca has 
heretofore changed its mind on matters of detail subsequent to submitting an 
offer and this is further cause to postpone full disclosure. One thing 
appears certain, St. Canut will remain in production until the 1990's and 
perhaps beyond. 

Finally, the outlook for this and ensuing years. The nature of 
Indusmin's business is such that it provides a great underlying strength. 
So long as there is demand for glass; automobiles; highways and parking lots; 
houses; dinnerware; floor, wall and drainage tile; paint; insulation; 
abrasives; pipe and lesser cssentials, there will be a demand for the basic 
raw materials we market. In addition there is no apparent threat of 


obsolescence for our products. In other words, the demand for silica, 


nepheline syenite and aggregates will respond to the state of the economy 
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generally, and in particular the economy of Eastern Canada and the Northeastern 
U.S. Indusmin's growth rate will continue to exceed that of the Gross 

National Product because we will continue to enlarge our market share through 
product development and aggressive marketing. IN each of our product lines 

we have, in the past, demonstrated much competitive strength and we seck to 
Maintain our position by a continuous search for method improvement and a 
continuous program of management development. For these reasons then I 

believe the long-term outlook to be most favorable. 

With respect to the year 1974: 

I remarked earlier that market conditions were extraordinarily 
favorable in’ the first quarter of 1975, even So, carmings for that period wers 
but 7.6% of the total earnings for the year. In this first quarter of 1974 
we experienced a return to the historic patterns cWarddeauiecik of 1972 and 
earlier years, depressed markets due to a low level of activity in the 
construction industry and high operating costs due to inclement weather 
conditions and the repair programs undertaken. There have also been strikes 
in the trucking industry disrupting deliveries to market from the producing 
locations in the Construction Materials Division. The final results will 
not be available for a few days, however I anticipate that we will be 


reporting earnings for the first quarter at or near the break-even level. 


In spite of this disappointing beginning, I think it is still 


possible to mect our 1974 sales objective of 18.5 million dollars. Admittedly 


ee = —— _ 


there are some potential problems, the disorder in the trucking industry, 
and the seamen's strike which has delayed opening of the shipping season on 
the Great Lakes, but otherwise I believe there is sufficient basic strength 


in the economy to support our sales growth objective of 16%. 


